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Ali KhanandIsmailSirageldin.ResearchinHumanCapitalandDevelopment.
Vol.2.Greenwich(Connecticut)/London(England):JAI PressInc.1981.Pp.223.
Thebookundereviewcontainsacollectionofpaperswhichexaminetherole
of humancapitalformationin economicdevelopment.Mostof thearticlesincluded
in thevolumelieatthefrontiersof thecurrentresearch.A goodreviewof thebook
requiresacomprehensivediscussionofavastliterature,buttheconcise,thoughterse,
reviewcontainedin theintroductionby theeditorsKhanandSirageldinis difficult
toimproveuponin thiscontext,andisthereforenotattempted.
The first articleby TakayamandHamdais anextensionof Sen'sordinal
approachto povertyandis alsoanimprovementoverearliereffortsofTakayamato
link Sen'sordinalmeasuresof povertyto themeasureof inequality- Gini Index.
ThedeparturefromSen'spovertymeasureinvolvesashiftfrompovertydistribution
to censoredincomedistribution.Usingcensoredincomedistributiontruncatedby
thepovertyline,TakayamandHamdademonstratehatanyorderingof inequality
basedonthisdistributioncanbeextendedtoanyorderingofpoverty.
It iswellknownthat"theconceptofpovertyhasmanydifferentfacets,which
encompassmanydimensions,o thata completeorderingthatis satisfactoryto
everybodyishardto find".Theauthorsbyimposingarestrictiononpovertyline(it
shouldbebelowthemedianincomeof thepeople;otherwisemonotonicityaxiom
willbeviolated)andapplyingutilitarianmeasureof inequalityto thecensoredistri-
butionobtaina measureof poverty.Theimplicationsof thispovertymeasureare
discussedinacasestudyof Japanwiththediscomfortingfindingthatit isdifficultto
fightagainstpoverty"eveninarelativelyluckysituationinhumanhistory".
Thesecondarticleentitled"ParadoxesofWorkandConsumption"byKeyfitz
isanimaginativepieceof researchwhichidentifiesomeof thepossibleimplications
of highproductivitygrowthin theprimaryandsecondarysectorsforthegrowthand
compositionof thetertiarysector,thenatureof marketandtheinternationalecon-
omicrelations.It startswiththequestion"whatwouldpeopledowith82timesof
thesalariesto spend"asimpliedby a targetedgrowthrateof 4.5percentin real
nationalincomeperyearin theU.S.economy.Sincethetimesetsa limiton the
consumptionof good- "we canonly eatsomuch,canonly driveonecarata time"
- a shift to productionand consumptionof non-goodshasto be made.The post-
industrialstageis tobecharacterized,therefore,bytheriseof thetertiaryeconomy.
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Interestingly,thedecisionto produceservicesin thetertiarysectorcanhardly
beattributedto thechoiceof individualsinvolvedin theprocessasconsumersor
producers."Somewhereatahighlevelthedecisionhasbeenmadein favourof the
Voyagerspace-craftandagainstplantingflowersin theparksandthisdecisiononthe
productdetermineswhowill getjobs".Theevolvingsystemis shornof theself-
regulationto strikeabalancebetweenanindividual'sworkpreferenceandconsump-
tiondesires.Thewedgeis drivenbecausethenon-marketforces- government,legal
systems,tradeunionsandcorporation- dominatedecisionmakingregardingwages
andprices.An equallyinteresting,thoughlessdesirable,trendof thiscontinued
growth,involvinga shiftfromthetradableto thenon-tradablegrowth,manifests
itselfinareductionintheinternationaltradeandaid.
Sincetheexistingvolumeofgoodscanbeproducedin 15-20hourworkweek
it is pertinento ask,whypeopledonotoptfor lessnumberof hoursof workas
conjecturedby Keynes.Presumablyeitherworkingona paidjob is seenas'getting
neartheaction'or it isthe'threadofexistentialemptinessthatliesbehindthewide-
spreadinsistenceon work'.Thepaperis quitethought-provokingandsuccessfully
higWightstheinconsistencybetweenthecurrentattitudeandgoalsontheonehand
andthedemandsof post-industrialgrowth,on theother.Thesubjectmatterof
economicshardlyescapesthischallenge- ashiftfromgoodstonon-goods,arecog-
nitionthat"freedomof markethasto becurtailed"andregulationsandinterest
groupshavetobereckoned.
RonaldFindlayand CarlosA. Rodriguez,in the paperon "A Modelof
EconomicGrowth",makea pioneeringeffortto endthe 'disjunction'wherein
growthmodelsfailedto incorporateducation,whilehumancapitalinvestigation
hardlyreckonswiththeeconomicgrowth.In thespiritof Johnson'scallfor 'general-
izedcapitalaccumulation',theauthorsconsiderthe investmentsin humanand
physicalcapitalssimultaneously.Theyconstructa two-sectorgeneral-equilibrium
modelwithtwokindsof labour(skilledandunskilled)andtwokindsofcapitalbut
aggregateheconsumerandcapitalgoodsintoa singleall-purposegooda faSolow.
Undertheassumptionof aperfectlyelasticsupplyofunskilledlabour,aboldassum-
ptionof course,and impositionof the restrictions,imilarto thoseimposedby
Uzawa- thattheskilledlabourproducingsectoris a lessintensiveuserof skilled
labour- thesystemis shownto convergeto abalancedgrowthpathatanequilib-
riumratioof physicalcapitalto humancapital.The effectsof savingrate,and
productivityof unskilledlabour,on equilibriumpositionaretraced.In anexami-
nationof theconsequencesof educationalsubsidies,an interestingresult- that
educationalsubsidiesmayreducetheskillcontentof thelabourforcein thelongrun
- isarrivedat.
Thefailureof theneo-classicalhumancapitaltheoryto explairtthepersistent
positivecorrelationbetween on-humanwealthandthe accumulationof human
capitalhasoftenbeenascribedto theunrealisticassumptionsof thetheory,e.g.
erfectcapitalmarketor perfectforesight.Graham,in thepaperon"TheInfluence
~fNonHumanWealthon theActualAccumulationof HumanCapital",takesan
exceptionto thesecontentionsandarguesthat"evenif capitalmarketsareperfect
andindividualspossessperfectforesighthestockof non-humanwealthmakesa
difference".He demonstratesin thispaperthatthetraditionaltheorywithall the
assumptionscanexplainthepositive ffectof non-humanwealthonhumancapital
investment.The problemlies not with the assumptionsbut with "in-adequate
groundingof thetheory".In theframeworkof utilitymaximizationratherthanthat
of wealthmaximization,which,accordingto Graham,is notvalidwhenoneof the
assetsin portfoliois humancapital,the theorypredictsthepositiveassociation
betweenon-humanwealthandhumancapitalformation.
WilliamP. Butz, in the article"The ChangingRole of Breast-feedingin
EconomicDevelopment",attemptsto explainthedeclinein breastfeedingwhich
generallyoccursastheeconomyexperiencesdevelopment.Usinga choicetheoretic
framework- elevationof breastfeedingfroma customto a decisionvariable- a
modelof breastfeeding,contraceptionandbirth-spacingisconstructed.Themodel
yieldsquitea fewtestableimplications.Breastfeedingis negativelyassociatedwith
therisein themarketdemandforfemalelabour.
Macroramificationsof thisindividualbehaviourpatternreflectheimportance
of specializationandthe physicaltransferof productiveprocessesoutof home,
leadingto an increasein thevalueof humantimefor changesin thepracticeof
breastfeedingin thesocietyalongthedevelopmentpath.In nowaydoesthemodel
suggestthatpoliciesenvisagedto increasethedemandfor breastfeedingwill beun-
successful;rather"it mightbewisein somesituationsto concentrateonlessening
theundesirableeffectsof decliningbreastfeeding".Morein-depthempiricalinvesti-
gationsareneededtoassessthepolicyrelevanceof thismodel.
MallarandMaynard,in thepaper"The Effectsof IncomeMaintenanceon
SchoolPerformanceandEducationalAttainment",investigateandassesstheeffect
of negativeincometax (NIT) on children'schoolperformanceandeducational
attainment- long-runbenefitof theprogramme.A programmesuchasNIT bears
uponthehousehold'stimeandresourceallocativedecisions.Directeffectsof these
decisions,temmingfromtheimprovementin homeenvironmentandchild'shealth
conditionsalongwith indirectprogrammeeffectsviaparentalresponses,influence
thechildren'schoolperformanceandeducationalttainment.Basedon twoNIT
experiments,RuralIncomeMaintenanceandNewJerseyIncomeMaintenance,the
empiricalinvestigationsaresuggestiveof apositiveprogrammeeffectbothonschool
performanceandon educationalttainment.Theirexercise,"clearlyestablishesa
needforfurtheresearchin thisarea"becausethefindingslackgenerality.
Unlikemanyotherpapersincludedin thevolume,thepaperbyG.Rodgerson
"An Analysisof Education,Employmentand IncomeDistributionUsingan
EconomicDemographicModelsof thePhilippines"istoodemandingforthegeneral
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reader.Basedon BachuePhilippines,whoseabridgedversionis providedin the
appendix,Rodger'spaperis an attempto understandthe relationshipbetween
education,employmentandincomedistribution.
In contrasttothestandardversionof theBachuePhilippine,inwhichoutputis
exogenouslydetermined,hencenoroleof increasein theeducatedlaboursupplyin
productivitygains,themodelusedin thispaperismodifiedtobringit intolinewith
thehumancapitalapproach.Thefixedoutputassumptionischangedto accommo-
dateanaggregateGobb-Douglasproductionfunctionwithproportionaldjustments
in sectoraloutputs.The resultsyieldedby theexercisesuggestthat"at besta few
percentagepointsonoutputandslightdeclinein inequalitycouldbeobtainedaftera
generationwithhumancapitaldevelopmentapproach".Educationfurtherlosesits
significanceif humancapitaltheoryis combinedwitha structuralistviewof the
labourmarket.In thiscase,arisein thesecondaryeducationisassociatedwithlower
output.
Welfareimplicationsof theinflationexperiencedby Argentinaretracedby
ChuandFeldenstein thelastpaperof thevolume.A macro-econometricmodelis
developedto analysetheeffectof variousgovernmentpoliciesontheinflation.The
threemajorpartsof themodelare: (i) awageequationfor agroupof industries;
(ii) thedescriptionof themoneysectorof theeconomyandexplanationof the
inflation;and(iii) computationof thedistortionin relativepriceswhichinfluence
therateof inflation.Thesimulationresultshowthattheinflationaryspiralof the
lateSeventiescanbeattributedtogovernmentalpoliciesto raiserealwagesthrough
freezingoutputpricesandincreasingnominalwages.Interestingly,theoutcomeof
thesepolicieswasnotanimprovementbuta declinein therealwages.Thecounter-
factualscenario- the non-interventionf the government- wouldhavebeen
associatedwith a significantlyhigherlevelof wages,accordingto thesimulation
exercises.
Thebookis a welcomeadditionto theexistingliteratureonthesubject.It
constitutesanessentialreadingforseriousresearchersandgraduatestudentsengaged
in explorationof thenexusbetweeneconomicdevelopmentandhumancapital.
Admittedly,thebookisnotaleisure-timer ading.
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